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GAAP require that management provide a narrative introduction, overview and analysis to accompany the basic 
financial statements in the form of Management's Discussion and Analysis (MD&A).  This letter of transmittal is 
designed to complement MD&A and should be read in conjunction with it. The City of Gladwin's MD&A can be 
found immediately following the report of the independent auditors.

Profile of the Government

The City of Gladwin, incorporated in 1893, is located in the central part of Michigan's lower peninsula.  The City 
of Gladwin is the county seat and largest of only two cities within Gladwin County and has a population of 
approximately 3,030.  Gladwin serves as the primary commercial center, health care services provider and 
government center for the County's 26,000 permanent residents.  Recreation and tourism play a large part in the 
City's overall economy.  The summer population of the County is estimated to be in excess of 50,000 as 
southeastern Michigan metropolitan area residents flock to their summer cottages along the waterways of the 
County.  This summer population carries well into the fall as hunters take to the county's expansive wooded 
areas, which are primarily State owned lands.  The City of Gladwin currently occupies a land area of 3.75 square 
miles.  The City is empowered to levy a property tax on both real and personal properties located within its 
boundaries.

The City of Gladwin operates under a "council-manager" form of government.  Policy-making and legislative 
authority are vested in a governing council consisting of the mayor and eight other members.  The governing 
council is responsible, among other things, for passing ordinances, adopting the budget, appointing committees, 
and hiring the City's administrator, clerk, assessor, treasurer and attorney.  The government's administrator is 
responsible for carrying out the policies and ordinances of the governing council, for overseeing the day-to-day 
operations of the government, and for appointing the heads of the various departments.  The council is elected 
on a non-partisan basis on odd numbered years.  Council members serve four-year staggered terms, with four 
council members elected every two years. 

The City of Gladwin provides a full range of services, including police protection; the construction and 
maintenance of highways, streets and other infrastructure; recreational activities and cultural events; and 
sanitation, water and sewer services.  The City of Gladwin is also financially accountable for a legally separate 
airport which is reported separately within the City's financial statements.  Additional information on this and 
other legally separate entities can be found in Note 1A in the notes to the financial statements.

The council adopts an annual budget.  The annual budget serves  as a foundation for the City of Gladwin's 
financial planning and control.  Additional discussion of the budget process and legal control levels can be found 
in Note 2 in the notes to the financial statements.  Budget comparisons for governmental funds can be found in 
the Supplemental Data section of the report immediately following the notes to the financial statements.

Economic Conditions, Outlook and Major Initiatives

While the City of Gladwin and Gladwin County have always lagged behind a general rise in economic activity in 
the State of Michigan, we have been encouraged in 2004 with the opening of Riverwalk in our commercial 
district, and Packaging Direct’s consolidation of it’s operations to our industrial park.  The Riverwalk project 
created approximately 80 new retail jobs, and while not normally as well paying as those in the manufacturing 
sector, they were 80 new jobs that benefited those in our community without a job, or allowed some to improve 
their job situation.  The additional 25 manufacturing jobs that Packing Direct will add to our employment base 
will help in recovering those lost when Simpson Industries moved their business operations.
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The outlook for the City of Gladwin continues to improve.  We received word at the end of 2004 that our 
Streetscape grant $839,630 request was approved and will extend sidewalks, lighting and enhancement of M-61 
from Bowery to M-18.   Some of those enhancement previously completed assisted the City in having a 
developer look to locate an assisted living facility at the western edge of our community.  That project should 
begin in 2005.  We are also entertaining an inquiry from another Gladwin County business who is expanding, to 
consider locating in our industrial park.

Our major initiative beyond the completion of the Beech Street reconstruction to eliminate another portion of 
combined sewers, will be review of our major sidewalk thoroughfares, review of our City’s Master Plan and 
zoning ordinance, and hiring of a new City Manager.

Cash Management

During the year, idle cash was invested in demand deposits, MBIA Class Investment Pool, Bank Investment 
Funds, and government securities.  The City's policy is to maintain a competitive yield on its portfolio while 
minimizing market risk.  Accordingly, deposits were either insured by the Federal Deposit Insurance Corporation 
or Government-backed wherever possible.  Pooled cash and investment earnings for Fiscal Year 2003-2004 
were $13,455.

Risk Management

Since 1991, the City has been a member of the Michigan Municipal Liability and Property Pool, a self insurance 
risk association operating under the authority of Act 138, Michigan Public Acts of 1982.  The purpose of the 
association is to administer a risk fund which provides the member loss protection for general and auto liability, 
motor vehicle physical damage and property protection.  Contributions are applied to the procurement of re-
insurance, risk management, underwriting, payment of claims, establishment of loss reserves and other related 
expenses.

A member's loss contribution account is charged or credited according to the member's actual loss experience; 
no obligation is credited for another member's losses.  If contributions are in excess of actual expenses and 
reserves, future contributions are decreased.  Should any member have more losses paid on their behalf than 
contributions covering such losses, credit is extended within the association joint loss fund; such a deficit is 
repaid by the member in future contributions.

Pension Plan

The Mayor, members of City Council and all full time city employees are covered by pension plans.  A complete 
review of all pension plans is presented in Note 11 in the notes to the financial statements.

GASB 34

Over the past year a significant focus has been placed on GASB No. 34.  This new financial reporting model 
represents the biggest single change in the history of governmental accounting and financial reporting.  It affects 
all state and local governments that issue financial reports in conformity with generally accepted accounting 
principles.  Significant staff time and resources have been directed toward full compliance and implementation.  
Tasks such as capturing existing infrastructure information, modifications of reporting formats, and creation of 
prior years financial reports under GASB No. 34 for comparison purposes were completed during this fiscal year.
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CITY OF GLADWIN
STATEMENT OF NET ASSETS
JUNE 30, 2004

Statement I

   
 Governmental 

Activities 

 Business-type 

Activities  Total 

 Component 

Units 

ASSETS
Current Assets
Cash & Investments 2,247,362$      541,475$           2,788,837$      137,835$         
Taxes Receivable 82,953             -                         82,953             -                       
Accounts Receivable 67,182             86,214               153,396           1,159               
Due from Other Governments 629,461           -                         629,461           -                       
Deferred Charges 10,370             -                         10,370             13,333             
Internal Balances 18,095             8,489                 26,584             -                       
Inventories -                       19,974               19,974             18,786             
Prepaid Expenditures 10,775             2,628                 13,403             3,983               

Total Current Assets 3,066,198        658,780             3,724,978        175,096           

Noncurrent Assets
Internal Balances 45,000             314,867             359,867           -                       
Capital Assets - Net of Depreciation 6,284,452        6,021,082          12,305,534      1,250,728        

Total Noncurrent Assets 6,329,452        6,335,949          12,665,401      1,250,728        

TOTAL ASSETS 9,395,650        6,994,729          16,390,379      1,425,824        

LIABILITIES  
Current Liabilities
 Accounts Payable 350,096           90,640               440,736           1,779               
Accrued Liabilities 73,666             10,584               84,250             -                       
Internal Balances 8,489               -                         8,489               18,095             
Deferred Revenue 2,421               -                         2,421               -                       
Accrued Interest Payable 30,218             12,687               42,905             5,027               

Long-Term Debt Due within One Year 56,500             30,000               86,500             125,000           

Total Current Liabilities 521,390           143,911             665,301           149,901           

Noncurrent Liabilities
Internal Balances -                       -                         -                       359,867           

Long-Term Debt Due in more than One Year 2,706,566        1,393,846          4,100,412        392,000           

Total Noncurrent Liabilities 2,706,566        1,393,846          4,100,412        751,867           

 TOTAL LIABILITIES 3,227,956        1,537,757          4,765,713        901,768           

NET ASSETS

Invested in Capital assets, net of related debt 3,521,386        4,597,236          8,118,622        1,250,728        
Restricted for:  

Debt Service -                       90,479               90,479             20,593             
Capital Projects 1,124,708        -                         1,124,708        -                       
Permanently - Cemetery Perpetual Care 77,052             -                         77,052             -                       
Temporarily - Cemetery Perpetual Care 20,878             -                         20,878             -                       
Donor Restrictions -                       -                         -                       940                  

Unrestricted Net Assets 1,423,670        769,257             2,192,927        (748,205)          

TOTAL NET ASSETS 6,167,694$      5,456,972$        11,624,666$    524,056$         

Primary Government

The notes to the financial statements are an integral part of this statement.
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 General  

 Industrial Park 
Expansion 

Project 

 Downtown 
Development 

Project 

 Other 
Nonmajor 

Governmental 
 Total 

Governmental 

ASSETS
Cash & Investments 359,309$       75,574$          1,163,463$   551,845$        2,150,191$    
Taxes Receivable 46,143           -                      -                    18,648            64,791           
Accounts Receivable 62,455           -                      -                    -                      62,455           
Due from Other 
Governments 128,262         119,979          339,099        42,121            629,461         
Due from Component 
Units 6,040             -                      -                    -                      6,040             
Prepaid Expenditures 9,571             -                      -                    -                      9,571             

Long-Term Advance to 
Component Unit 45,000           -                      -                    -                      45,000           

TOTAL ASSETS 656,780$       195,553$        1,502,562$   612,614$        2,967,509$    

LIABILITIES AND FUND 
BALANCE
LIABILITIES  
 Accounts Payable 29,742$         215,784$        38,755$        64,755$          349,036$       
Accrued Liabilities 73,666           -                      -                    -                      73,666           
Deferred Revenue 2,421             119,979          339,099        -                      461,499         

 TOTAL LIABILITIES 105,829         335,763          377,854        64,755            884,201         

FUND BALANCE 
(Deficit)
Reserved for:      

Prepaid Expenditures 9,571             -                      -                    -                      9,571             
Advances 45,000           -                      -                    -                      45,000           
Capital Projects -                     -                      1,124,708     -                      1,124,708      
Debt Service -                     -                      -                    112,781          112,781         
Cemetery Perpetual Care -                     -                      -                    77,052            77,052           

Unreserved, reported in:   
General Fund 496,380         -                      -                    -                      496,380         
Special Revenue Funds -                     -                      -                    337,148          337,148         
Capital Projects Funds -                     (140,210)         -                    (140,210)       
Permanent Fund -                     -                      -                    20,878            20,878           

TOTAL FUND BALANCE 550,951         (140,210)         1,124,708     547,859          2,083,308      

TOTAL LIABILITIES 
AND FUND BALANCE 656,780$       195,553$        1,502,562$   612,614$        2,967,509$    

Statement III

CITY OF GLADWIN
GOVERNMENTAL FUNDS
BALANCE SHEET
JUNE 30, 2004

The notes to the financial statements are an integral part of this statement.
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CITY OF GLADWIN
GOVERNMENTAL FUNDS
RECONCILIATION OF FUND BALANCE
TO THE STATEMENT OF NET ASSETS
JUNE 30, 2004

Statement IV

Amounts reported for governmental activities in the statement of net assets 
are different because:

Total Fund Balance of Governmental Funds (Statement III) 2,083,308$    

Capital assets used in governmental activities are not financial resources 
and, therefore, are not reported in the funds. 5,826,033      

Other long-term assets are not available to pay for current-period 
expenditures and, therefore, are deferred in the funds. 459,078        

Internal service funds are used by management to charge the costs of fleet 
management to individual funds.  The assets and liabilities of the internal 
service funds are included in governmental activities in the statement of net 
assets. 430,127        

Long-term Liabilities, including bonds payable, are not due and payable in 
the current period and therefore are not reported in the funds. (2,661,326)     

Certain receivables are expected to be collected over time in governmental 
activities are not considered available to pay for current year expenditures in 
the funds. 20,104          

Charges deferred to future periods in the governmental activities are not 
reported in the funds. 10,370          

Net Assets of Governmental Activities (Statement I) 6,167,694$    

The notes to the financial statements are an integral part of this statement.
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Statement V

 General  

 Industrial Park 
Expansion 

Project 

 Downtown 
Development 

Project 

 Other 
Nonmajor 

Governmental 
 Total 

Governmental 
REVENUE
Taxes 727,152$        -$                      -$                       233,500$         960,652$         
Licenses and Permits 28,477            -                        -                         -                      28,477             
Intergovernmental Revenue 463,067          60,086              -                         258,736           781,889           
Charges for Services 219,392          -                        -                         20,151             239,543           
Fines and Forfeitures 30,778            -                        -                         -                      30,778             
Interest and Rentals 9,296              312                   -                         4,868               14,476             
Other Revenue 137,495          -                        -                         3,160               140,655           

TOTAL REVENUE 1,615,657       60,398               -                          520,415            2,196,470        

EXPENDITURES
Legislative 63,121            -                        -                         -                      63,121             
General Government 443,630          -                        -                         -                      443,630           
Public Safety 557,818          -                        -                         -                      557,818           
Public Works 408,241          -                        -                         288,918           697,159           
Health & Welfare 596                 -                        -                         -                      596                  
Recreation & Culture 330,619          -                        -                         19,804             350,423           
Debt Service -                      -                        -                         118,017           118,017           
Capital Projects -                      200,617            414,421             -                      615,038           

TOTAL EXPENDITURES 1,804,025       200,617            414,421             426,739           2,845,802        

(188,368)         (140,219)           (414,421)            93,676             (649,332)          

Bond Proceeds -                      -                        1,250,000          -                      1,250,000        
Transfers In 40,000            -                        289,129             94,000             423,129           
Transfers Out (9,000)             -                        -                         (295,128)         (304,128)          
Transfers to Component Units (30,000)           -                        -                         -                      (30,000)            

1,000              -                        1,539,129          (201,128)         1,339,001        

(187,368)         (140,219)           1,124,708          (107,452)         689,669           

Fund Balance - Beginning 738,319          9                       -                         655,311           1,393,639        

Fund Balance - Ending 550,951$        (140,210)$         1,124,708$        547,859$         2,083,308$      

EXCESS (DEFICIENCY) OF 
REVENUE OVER 
EXPENDITURES

TOTAL OTHER FINANCING 
SOURCES (USES)

NET CHANGE IN FUND 

CITY OF GLADWIN
GOVERNMENTAL FUNDS
STATEMENT OF REVENUE, EXPENDITURES, AND CHANGES IN FUND BALANCE
FOR THE YEAR ENDED JUNE 30, 2004

OTHER FINANCING 
SOURCES (USES)

The notes to the financial statements are an integral part of this statement.
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CITY OF GLADWIN
GOVERNMENTAL FUNDS
RECONCILIATION OF STATEMENT OF REVENUE, EXPENDITURES
AND CHANGES IN FUND BALANCE OF GOVERNMENTAL FUNDS TO THE
STATEMENT OF ACTIVITY
FOR THE YEAR ENDED JUNE 30, 2004

Statement VI

Amounts reported for governmental activities in the statement of activities are 
different because:

Net Change in Fund Balances - Total Governmental Funds (Statement V) 689,669$          

Governmental funds report capital outlays as expenditures.  However, in the 
statement of activities the cost of those assets is allocated over their estimated 
useful lives and reported as depreciation expense.  This is the amount by which 
capital outlays ($935,872) exceeded depreciation ($487,758) in the current 
period. 448,114            

The net effect of various miscellaneous transactions involving capital assets 
(i.e., sales, trade-ins, and donations) is to increase net assets. 15,173              

Repayment of bond principal is an expenditure in the governmental funds, but 
not in the statement of activities where it reduces long-term debt. 35,000              

Interest payable on long-term debt is recorded when due in the statement of 
activities and when paid in governmental funds.  Also, governmental funds report 
the effect of issuance costs, premiums, discounts, and similar items when debt 
is issued, whereas these amounts are deferred and amortized in the statement 
of activities.  This amount is the net effect of these differences in treatment of 
these long-term debt and related items. (2,556)               

Bond Proceeds provide current financial resources to governmental funds, but 
issuing debt increases long-term liabilities in the statement of net assets. (1,250,000)        

Internal service funds are used by management to charge the costs of fleet 
management to individual funds.  The net revenue (expense) of certain activities 
of internal service funds is reported with governmental activities. 36,965              

Revenues in the statement of activities that do not provide current financial 
resources are not reported as revenues in the funds. 418,911            

Change in Net Assets of Governmental Activities (Statement II) 391,276$          

The notes to the financial statements are an integral part of this statement.
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CITY OF GLADWIN
PROPRIETARY FUNDS
STATEMENT OF NET ASSETS
JUNE 30, 2004

Statement VII

Ice Arena Sewer  Water Total

Governmental 

Activities- Internal 

Service Fund

ASSETS
Current Assets  

Cash and Investments 101,137$      74,158$        366,180$      541,475$      97,171$               
Accounts Receivable -                  58,878          27,336         86,214         2,786                  
Due from Other Funds -                  -                  -                  -                 12,055                
Inventories -                  -                  19,974         19,974         -                         
Prepaid Items -                  1,314           1,314           2,628           1,204                  

Total Current Assets 101,137        134,350        414,804        650,291       113,216               

Noncurrent Assets
Long Term Advance to Other Funds -                  -                  314,867        314,867       -                         
Capital Assets

Lease Receivable (Net of unearned lease income) 2,385,080     -                  -                  2,385,080     -                         
Land -                  37,700          90,824         128,524       24,840                
Building and System -                  4,933,291     4,396,544     9,329,835     58,831                
Machinery and Equipment -                  117,133        166,211        283,344       895,040               
Less Accumulated Depreciation -                  (3,522,952)    (2,582,749)    (6,105,701)    (520,292)              

Total Capital Assets Net of accumulated 
Depreciation 2,385,080     1,565,172     2,070,830     6,021,082     458,419               

Total Noncurrent Assets 2,385,080     1,565,172     2,385,697     6,335,949     458,419               

TOTAL ASSETS 2,486,217     1,699,522      2,800,501      6,986,240      571,635               

LIABILITIES
Current Liabilities

Accounts Payable -                  635              90,005         90,640         1,061                  
Accrued Liabilities -                  6,568           4,016           10,584         -                         
Bonds Payable -                  25,320          4,680           30,000         -                         
Notes Payable -                  -                  -                  -                 21,500                
Accrued Interest Payable 10,080          2,200           407              12,687         3,458                  

Total Current Liabilities 10,080          34,723          99,108         143,911       26,019                

Noncurrent Liabilities
Bonds Payable (net of unamortized discounts) 1,123,846     227,880        42,120         1,393,846     -                         
Notes Payable -                  -                  -                  -                 107,000               

Total Noncurrent Liabilities 1,123,846     227,880        42,120         1,393,846     107,000               

TOTAL LIABILITIES 1,133,926     262,603        141,228        1,537,757     133,019               

NET ASSETS
Invested in Capital assets, net of related debt 1,261,234     1,311,972     2,024,030     4,597,236     329,919               
Restricted for Debt Service 90,479          -                  -                  90,479         -                         
Temporarily Restricted due to Long Term Nature -                  -                  314,867        314,867       -                         
Unrestricted 578              124,947        320,376        445,901       108,697               

TOTAL NET ASSETS 1,352,291$    1,436,919$    2,659,273$   5,448,483     438,616$             

8,489           

NET ASSETS OF BUSINESS-TYPE ACTIVITIES 5,456,972$   

Busines -type Activities - Enterprise Funds

Adjustment to reflect the consolidation of internal service fund 
activities related to enterprise funds.

The notes to the financial statements are an integral part of this statement.
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CITY OF GLADWIN
PROPRIETARY FUNDS
STATEMENT OF REVENUE, EXPENSES, AND CHANGES IN NET ASSETS
FOR THE YEAR ENDED JUNE 30, 2004

Statement VIII

 Ice Arena      Sewer     Water  Total 

 Governmental 

Activities- 

Internal 

Service Fund 

OPERATING REVENUES
Charges for Sales and Services 60,479$         492,621$      383,492$       936,592$      191,872$        
Other Miscellaneous -                    8,158            5,044             13,202          -                     

TOTAL OPERATING REVENUE 60,479           500,779        388,536         949,794        191,872          

OPERATING EXPENSES
Personnel Services -                    163,637        112,215         275,852        21,955            
Supplies -                    38,997          139,163         178,160        30,854            
Contracted Services & Other 2,240             101,510        82,513           186,263        20,556            
Depreciation -                    155,985        125,301         281,286        67,620            

TOTAL OPERATING EXPENSES 2,240             460,129        459,192         921,561        140,985          

OPERATING INCOME 58,239           40,650          (70,656)         28,233          50,887            

NONOPERATING REVENUE 
(EXPENSES)
Interest Earnings 464                125               2,076             2,665            1,488              
Gain on Sale of Assets -                    -                   162                162               8,383              
Interest Expense (61,525)         (16,074)        (11,248)         (88,847)         (8,304)            

NET NONOPERATING REVENUE 
(EXPENSES) (61,061)         (15,949)        (9,010)           (86,020)         1,567              

INCOME (LOSS) BEFORE 
TRANSFERS (2,822)           24,701          (79,666)         (57,787)         52,454            

TRANSFERS IN -                    -                   18,847           18,847          -                     
TRANSFERS OUT -                    (18,000)        (94,000)         (112,000)       (7,000)            

CHANGE IN NET ASSETS (2,822)           6,701            (154,819)       (150,940)       45,454            

NET ASSETS- Beginning 1,355,113      1,430,218     2,814,092      393,162          

NET ASSETS- Ending 1,352,291$    1,436,919$   2,659,273$    438,616$        

8,489            

CHANGE IN NET ASSETS - Business-type Activities (142,451)$     

Business-type Activities - Enterprise Funds

Adjustment to reflect the consolidation of internal 
service fund activities related to enterprise funds.

The notes to the financial statements are an integral part of this statement.
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CITY OF GLADWIN
PROPRIETARY FUNDS
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED JUNE 30, 2004

Statement IX

 Ice Arena   Sewer  Water  Total 

 Governmental 

Activities- 

Internal Service 

Fund 

Cash Flows From Operating Activities
Receipts from customers and users 86,800$   484,276$   382,747$   953,823$   -$                  
Receipts from interfund services provided -             -               114,044     114,044     190,452          
Payments to suppliers (28,561)    (141,487)    (140,779)    (310,827)    (52,298)          
Payments to employees -             (163,685)    (112,272)    (275,957)    (21,955)          
Payments for interfund services used -             (44,124)     -               (44,124)     -                    

 Net cash provided (used) by operating activities 58,239     134,980     243,740     436,959     116,199          

 Cash Flows From Non-Capital Financing 
Activities 

Transfers to other funds -             (18,000)     (75,153)     (93,153)     (7,000)            
Advances to other funds -             -               8,075        8,075        -                    

 Net cash provided (used) by non-capital 
financing activities -             (18,000)     (67,078)     (85,078)     (7,000)            

 Cash Flows From Capital and Related 
Financing Activities 

Purchases of capital assets -             (7,870)       (16,810)     (24,680)     (93,975)          
Principal paid on capital debt 1,046       (21,100)     (174,900)    (194,954)    (21,500)          
Interest paid on capital debt (61,525)    (13,977)     (10,842)     (86,344)     (4,846)            
Proceeds from the sale of capital assets -             -               162           162           28,457           

 Net cash provided (used) by capital and related 
financing activities (60,479)    (42,947)     (202,390)    (305,816)    (91,864)          

Cash Flows From Investing Activities
Interest received 464         125           2,076        2,665        1,488             

Net increase in cash and cash equivalents (1,776)      74,158      (23,652)     48,730      18,823           

Cash and cash equivalents, July 1 102,913   -               389,832     492,745     78,348           

Cash and cash equivalents, June 30 101,137$  74,158$     366,180$   541,475$   97,171$          

 Reconciliation of Operating Income to Net 
Cash Provided (Used) by Operating Activities 

Operating income 58,239$   40,650$     (70,656)$    28,233$     50,887$          
 Adjustments to reconcile operating income to net 
cash provided (used) by operating activities: 
Depreciation expense -             155,985     125,301     281,286     67,620           
(Increase) decrease in accounts receivable 26,321     (16,501)     2,094        11,914      (2,428)            
(Increase) decrease in due from other funds -             -               114,044     114,044     1,000             
(Increase) decrease in inventory -             -               (7,881)       (7,881)       -                    
(Increase) decrease in prepaid expenses -             (2)             (2)             (4)             8                   
Increase (decrease) in accounts payable (26,321)    (980)          80,897      53,596      (888)               
Increase (decrease) in due to other funds -             (44,124)     -               (44,124)     -                    
Increase (decrease) in accrued liabilities -             (48)           (57)           (105)          -                    

Net cash provided (used) by operating activities 58,239$   134,980$   243,740$   436,959$   116,199$        

 Noncash Investing, Capital , and Financing 
Activities 

Capital asset trade-ins -$            -$             -$             -$             22,497$          

Business Type Activities - Enterprise Funds

The notes to the financial statements are an integral part of this statement.
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CITY OF GLADWIN
FIDUCIARY FUNDS
STATEMENT OF NET ASSETS

Statement X

Agency Funds

ASSETS
Cash and Cash Equivalents 3,737$              
Receivables 6,338                

Prepaid Expenses 33,239              

TOTAL ASSETS 43,314$            

LIABILITIES
Cash Overdraft 39,507$            

Due to or on behalf of Others 3,807                

TOTAL LIABILITIES 43,314$            

The notes to the financial statements are an integral part of this statement.
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CITY OF GLADWIN
COMPONENT UNITS
STATEMENT OF NET ASSETS
JUNE 30, 2004

Statement XI

 Downtown 

Development 

Authority 

 Economic 

Development 

Corporation 

 Gladwin 

Airport Total

ASSETS
Current Assets
Cash & Investments 115,504$       21,291$            1,040$         137,835$          
Accounts Receivable -                     -                        1,159           1,159                
Deferred Charges 13,333           -                        -                  13,333              
Inventories -                     -                        18,786         18,786              

Prepaid Expenditures -                     -                        3,983           3,983                

Total Current Assets 128,837         21,291              24,968         175,096            
 

Noncurrent Assets  
Capital Assets - Net of Depreciation -                     -                        1,250,728    1,250,728         

 
TOTAL ASSETS 128,837         21,291              1,275,696    1,425,824         

 
LIABILITIES   
Current Liabilities  
 Accounts Payable -                     -                        1,779           1,779                
Internal Balances -                     -                        18,095         18,095              
Accrued Interest Payable 5,027             -                        -                  5,027                
Long-Term Debt Due within One Year 125,000         -                        -                  125,000            

Total Current Liabilities 130,027         -                        19,874         149,901            
 

Noncurrent Liabilities  
Internal Balances 359,867         -                        -                  359,867            

Long-Term Debt Due in more than One 
Year 392,000         -                        -                  392,000            

Total Noncurrent Liabilities 751,867         -                        -                  751,867            
-                        

 TOTAL LIABILITIES 881,894         -                        19,874         901,768            
 

NET ASSETS  
Invested in Capital assets, net of related 
debt -                     -                        1,250,728    1,250,728         

Restricted Net Assets  
for Debt Service 20,593           -                        -                  20,593              
by Donor -                     -                        940              940                   

-                     -                        -                  -                        
Unrestricted Net Assets (773,650)        21,291              4,154           (748,205)           

-                        

TOTAL NET ASSETS (753,057)$      21,291$            1,255,822$  524,056$          

The notes to the financial statements are an integral part of this statement.
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Exhibit A

 Original  Final  Actual Amounts 

 Variance with 
Final Budget - 
Under (Over) 

Budget 

REVENUE
Taxes 732,500$        726,900$          727,152$         (252)$               
Licenses and Permits 42,000            39,500              28,477             11,023             
Intergovernmental Revenue 395,734          523,900            463,067           60,833             
Charges for Services 193,100          218,950            219,392           (442)                 
Fines and Forfeitures 20,700            29,550              30,778             (1,228)              
Interest and Rentals 1,800              8,050                9,296               (1,246)              
Other Revenue 49,000            125,700            137,495           (11,795)            

  
TOTAL REVENUE 1,434,834       1,672,550         1,615,657        56,893             

 
EXPENDITURES  
Legislative 54,450            62,225              63,121             (896)                 
General Government 497,420          488,395            443,630           44,765             
Public Safety 528,695          572,400            557,818           14,582             
Public Works 337,825          414,500            408,241           6,259               
Health & Welfare 600                 600                   596                  4                      
Recreation & Culture 125,480          303,980            330,619           (26,639)             
TOTAL EXPENDITURES 1,544,470       1,842,100         1,804,025        38,075             

 

(109,636)         (169,550)           (188,368)          18,818             
 

OTHER FINANCING SOURCES (USES)  
Transfers In  

Sewer Fund 18,000            18,000              18,000             -                       
Water Fund 15,000            15,000              15,000             -                       
Equipment Rental Fund 7,000              7,000                7,000               -                       

Transfers Out
Art Council (9,000)             (9,000)               (9,000)              -                       

Transfers to Component Units
Airport (30,000)           (30,000)             (30,000)            -                       

 

1,000              1,000                1,000               -                       
 

(108,636)         (168,550)           (187,368)          18,818             
 

Fund Balance - Beginning 738,319          738,319            738,319           -                       
 

Fund Balance - Ending 629,683$        569,769$          550,951$         18,818$           

TOTAL OTHER FINANCING 
SOURCES (USES)

EXCESS (DEFICIENCY) OF 
REVENUE OVER 
EXPENDITURES

NET CHANGE IN FUND 
BALANCE

Budgeted Amounts

CITY OF GLADWIN
REQUIRED SUPPLEMENTAL INFORMATION 
BUDGETARY COMPARISON SCHEDULE - GENERAL FUND
FOR THE YEAR ENDED JUNE 30, 2004
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CITY OF GLADWIN
OTHER FINANCIAL AND SUPPLEMENTAL INFORMATION
COMBINING BALANCE SHEET
NONMAJOR GOVERNMENTAL FUNDS
JUNE 30, 2004

ASSETS
 Major 
Streets 

 Local 
Streets  City Streets 

Cash & Investments 244,899$     90,560$     9,083$        
Taxes Receivable -                  -                 9,456          
Accounts Receivable -                  -                 -                 
Due from Other Governments 29,411         12,710       -                 
Due from Other Funds -                  -                 -                 

TOTAL ASSETS 274,310$     103,270$    18,539$      

LIABILITIES AND FUND BALANCE
LIABILITIES  
Accounts Payable 57,057$       7,151$       -$               

Accrued Liabilities -                  -                 -                 
Due to Other Funds -                  -                 -                 
Deferred Revenue -                  -                 -                 

TOTAL LIABILITIES 57,057         7,151         -                 

FUND BALANCE
Reserved -                  -                 -                 
Unreserved 217,253       96,119       18,539        

TOTAL FUND BALANCE 217,253       96,119       18,539        

TOTAL LIABILITIES AND FUND BALANCE 274,310$     103,270$    18,539$      

Nonmajor Special Revenue Funds
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Exhibit B

 Nonmajor 
Debt Service 

Fund 
 Permanent 

Fund 

 Arts Council 

 County 
DPW Lease 

Debt 
 Cemetery 

Trust 

 Total 
Nonmajor 

Governmental 
Funds 

5,784$        103,589$     97,930$       551,845$       
-                 9,192           -                  18,648           
-                 -                  -                  -                    
-                 -                  -                  42,121           
-                 -                  -                  -                    

 
5,784$        112,781$     97,930$       612,614$       

547$           -$                -$                64,755$         
-                 -                  -                  -                    
-                 -                  -                  -                    
-                 -                  -                  -                    

547             -                  -                  64,755           

-                 112,781       77,052         189,833         
5,237          -                  20,878         358,026         

5,237          112,781       97,930         547,859         

5,784$        112,781$     97,930$       612,614$       
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 Major 
Streets  Local Streets 

REVENUE
Taxes -$                 -$                 

Intergovernmental Revenue
Gas & Weight Tax 173,266       74,786         
Act 48 Maintenance Fees 10,684         -                   

Charges for Services -                   -                   
Interest and Dividends 910              683              
Other Revenue 1,290           1,167           

TOTAL REVENUE 186,150       76,636         

EXPENDITURES
PUBLIC WORKS

Highways, Streets & Bridges
Construction 47,588         74,357         
Routine Maintenance 41,308         44,923         
Traffic Services 8,026           3,806           
Winter Maintenance 34,125         24,107         
Street Cleaning 1,008           -                   
Administration 4,835           4,835           

RECREATION AND CULTURE -                   -                   
DEBT SERVICE

Principal -                   -                   
Interest & Fees -                   -                   

TOTAL EXPENDITURES 136,890       152,028       

EXCESS (DEFICIENCY) OF REVENUE OVER EXPENDITURES 49,260         (75,392)        

OTHER FINANCING SOURCES (USES)
Operating Transfers In

From General Fund -                   -                   
From Major Streets -                   25,000         

   From City Streets -                   60,000         
Operating Transfers Out

To Local Streets (25,000)        -                   
To Downtown Development Project -                   (83,314)        

TOTAL OTHER FINANCING SOURCES (USES) (25,000)        1,686           

NET CHANGE IN FUND BALANCE 24,260         (73,706)        

Fund Balance - Beginning 192,993       169,825       

Fund Balance - Ending 217,253$     96,119$       

CITY OF GLADWIN
OTHER FINANCIAL AND SUPPLEMENTAL INFORMATION
COMBINING STATEMENT OF REVENUES, EXPENDITURES, 

Nonmajor Special     Revenue Funds

NONMAJOR GOVERNMENTAL FUNDS
FOR THE YEAR ENDED JUNE 30, 2004

AND CHANGES IN FUND BALANCE
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Exhibit C

 Nonmajor 
Debt Service 

Fund 
 Permanent 

Fund 

 City Streets  Arts Council 

 County 
DPW Lease 

Debt 
 Cemetery 

Trust 

 Total 
Nonmajor 

Governmental 
Funds 

90,942$        -$                  142,558$     -$               233,500$       

-                    -                    -                  -                 248,052         
-                    -                    -                  -                 10,684           
-                    12,551          -                  7,600         20,151           

575               37                 503              2,160         4,868             
500               203               -                  -                 3,160             

92,017          12,791          143,061       9,760         520,415         

-                    -                    -                  -                 121,945         
-                    -                    -                  -                 86,231           
-                    -                    -                  -                 11,832           
-                    -                    -                  -                 58,232           
-                    -                    -                  -                 1,008             
-                    -                    -                  -                 9,670             
-                    19,804          -                  -                 19,804           

-                    -                    35,000         -                 35,000           
-                    -                    83,017         -                 83,017           

-                    19,804          118,017       -                 426,739         

92,017          (7,013)           25,044         9,760         93,676           

-                    9,000            -                  -                 9,000             
-                    -                    -                  -                 25,000           
-                    -                    -                  -                 60,000           

(60,000)         -                    -                  -                 (85,000)          
(126,814)       -                    -                  -                 (210,128)        

(186,814)       9,000            -                  -                 (201,128)        

(94,797)         1,987            25,044         9,760         (107,452)        

113,336        3,250            87,737         88,170       655,311         

18,539$        5,237$          112,781$     97,930$     547,859$       

Nonmajor Special     Revenue Funds
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Exhibit D

 Original  Final 
 Actual 

Amounts 

 Variance with 
Final Budget - 
Under (Over) 

Budget 

REVENUE
Intergovernmental Revenue

Gas & Weight Tax 160,000$       160,000$       173,266$      (13,266)$      
Act 48 Maintenance Fees 10,684          (10,684)        

Interest and Dividends 1,000             1,000             910               90                
Other Revenue 2,500             2,500             1,290            1,210           

TOTAL REVENUE 163,500         163,500         186,150        (22,650)        

EXPENDITURES
PUBLIC WORKS

Highways, Streets & Bridges
Construction 47,588          
Routine Maintenance 41,308          
Traffic Services 8,026            
Winter Maintenance 34,125          
Street Cleaning 1,008            
Administration 4,835            

TOTAL EXPENDITURES 76,745           175,475         136,890        38,585          

86,755           (11,975)          49,260          (61,235)        

OTHER FINANCING SOURCES (USES)
Operating Transfers Out

To Local Streets Fund (25,000)          (25,000)          (25,000)         -                   

NET CHANGE IN FUND BALANCE 61,755           (36,975)          24,260          (61,235)        

Fund Balance - Beginning 192,993         192,993         192,993        -                   

Fund Balance - Ending 254,748$       156,018$       217,253$      (61,235)$      

EXCESS (DEFICIENCY) OF 
REVENUE OVER EXPENDITURES

Budgeted Amounts

CITY OF GLADWIN

MAJOR STREETS FUND
BUDGETARY COMPARISON SCHEDULE
FOR THE YEAR ENDED JUNE 30, 2004

OTHER FINANCIAL AND SUPPLEMENTAL INFORMATION
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Exhibit E

 Original  Final 
 Actual 

Amounts 

 Variance with 
Final Budget - 
Under (Over) 

Budget 
REVENUE
Intergovernmental Revenue

Gas & Weight Tax 70,000$        70,000$        74,786$        (4,786)$           
Interest and Dividends 800               800               683               117                 
Other Revenue -                    -                    1,167            (1,167)             

TOTAL REVENUE 70,800          70,800          76,636          (5,836)             

EXPENDITURES
PUBLIC WORKS

Highways, Streets & Bridges
Construction 74,357          
Routine Maintenance 44,923          
Traffic Services 3,806            
Winter Maintenance 24,107          
Street Cleaning -                    
Administration 4,835            

TOTAL EXPENDITURES 77,455          210,880        152,028        58,852            

(6,655)           (140,080)       (75,392)         (64,688)           

OTHER FINANCING SOURCES (USES)
Operating Transfers In

From Major Streets  25,000          
   From City Streets  60,000          
Operating Transfers Out  

To Downtown Development Project (83,314)         

25,000          1,685            1,686            (1)                    

NET CHANGE IN FUND BALANCE 18,345          (138,395)       (73,706)         (64,689)           

Fund Balance - Beginning 169,825        169,825        169,825        -                      

Fund Balance - Ending 188,170$      31,430$        96,119$        (64,689)$         

EXCESS (DEFICIENCY) OF REVENUE 
OVER EXPENDITURES

TOTAL OTHER FINANCING SOURCES 
(USES)

Budgeted Amounts

CITY OF GLADWIN

LOCAL STREET FUND
BUDGETARY COMPARISON SCHEDULE
FOR THE YEAR ENDED JUNE 30, 2004

OTHER FINANCIAL AND SUPPLEMENTAL INFORMATION
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Exhibit F

 Original  Final  Actual Amounts 

 Variance with 
Final Budget - 
Under (Over) 

Budget 
REVENUE
Taxes 91,600$            91,600$           90,591$            1,009$             
Interest and Dividends -                       -                       575                  (575)                 
Other Revenue -                       -                       851                  (851)                 

TOTAL REVENUE 91,600               91,600             92,017             (417)                 

EXPENDITURES -                       -                       -                       -                       

91,600              91,600             92,017             (417)                 

OTHER FINANCING SOURCES (USES)
Operating Transfers Out

To Local Streets  (60,000)            
   To Downtown Development Project  (126,814)          

-                       (186,815)          (186,814)          (1)                     

NET CHANGE IN FUND BALANCE 91,600              (95,215)            (94,797)            (418)                 

Fund Balance - Beginning 113,336            113,336           113,336            -                       

Fund Balance - Ending 204,936$          18,121$           18,539$            (418)$               

EXCESS (DEFICIENCY) OF REVENUE 
OVER EXPENDITURES

TOTAL OTHER FINANCING 
SOURCES (USES)

Budgeted Amounts

CITY OF GLADWIN

CITY STREETS FUND
BUDGETARY COMPARISON SCHEDULE
FOR THE YEAR ENDED JUNE 30, 2004

OTHER FINANCIAL AND SUPPLEMENTAL INFORMATION
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Exhibit G

 Original  Final  Actual Amounts 

 Variance with 
Final Budget - 
Under (Over) 

Budget 
REVENUE
Charges for Services 7,000$            12,500$            12,551$           (51)$                 
Interest and Dividends 100                 100                   37                    63                    
Other Revenue 500                 500                   203                  297                  

TOTAL REVENUE 7,600              13,100              12,791             309                  

EXPENDITURES
RECREATION & CULTURE

Salaries & Fringes 5,600               
Supplies 2,068               
Other Services & Charges 12,136             

TOTAL EXPENDITURES 17,650            23,150              19,804             3,346               

(10,050)           (10,050)             (7,013)              (3,037)              

OTHER FINANCING SOURCES (USES)
Operating Transfers In

From General Fund 9,000              9,000                9,000               -                       

NET CHANGE IN FUND BALANCE (1,050)             (1,050)               1,987               (3,037)              

Fund Balance - Beginning 3,250              3,250                3,250               -                       

Fund Balance - Ending 2,200$            2,200$              5,237$             (3,037)$            

EXCESS (DEFICIENCY) OF REVENUE 
OVER EXPENDITURES

Budgeted Amounts

CITY OF GLADWIN

ARTS COUNCIL FUND
BUDGETARY COMPARISON SCHEDULE
FOR THE YEAR ENDED JUNE 30, 2004

OTHER FINANCIAL AND SUPPLEMENTAL INFORMATION
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CAPITAL ASSETS
USED IN THE OPERATION 

OF GOVERNMENTAL FUNDS

71



CITY OF GLADWIN
OTHER FINANCIAL AND SUPPLEMENTAL INFORMATION
CAPTIAL ASSETS USED IN THE OPERATION
OF GOVERNMENTAL FUNDS
COMPARATIVE SCHEDULES BY SOURCE
JUNE 30, 2004 AND 2003

Exhibit H

2004 2003
Governmental funds capital assets:

Land 389,725$      400,700$      
Land Improvements 421,258        143,343        
Buildings 601,470        601,470        
Building Improvments 59,849          59,849          
Equipment and vehicles 149,320        157,595        
Infrastructure 12,093,621   11,658,729   
Construction in progress 218,063        45,343          

Total governmental funds capital assets 13,933,306$ 13,067,029$ 

Investments in governmental funds capital assets by source:
General Fund 4,259,130$   3,813,777$   
Special Revenue Funds 9,530,470     9,207,909     
Capital Projects 143,706        45,343          

Total governmental funds capital assets 13,933,306$ 13,067,029$ 
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CITY OF GLADWIN
OTHER FINANCIAL AND SUPPLEMENTAL INFORMATION
CAPTIAL ASSETS USED IN THE OPERATION
OF GOVERNMENTAL FUNDS
SCHEDULE OF CHANGES BY FUNCTION AND ACTIVITY
FOR THE YEAR ENDED JUNE 30, 2004

EXHIBIT J

 Governmental 

Funds Capital 

Assets        

July 1, 2003  Additions  Deductions 

 Governmental 

Funds Capital 

Assets        

June 30, 2004 
General Government:
City Council 64,200$           -$                  -$                  64,200$            
Administration 243,428           -                    24,250           219,178            
Cemetery 70,484             -                    -                    70,484              

Public Safety:
Police 20,000             -                    -                    20,000              

Public Works:
Public Works 396,131           -                    -                    396,131            
Sidewalks 925,116           186,687         -                    1,111,803         

Highways and Streets:
Street System 10,910,324      466,268         45,343           11,331,249       

Recreation and Culture:
Parks 310,520           282,915         -                    593,435            
Community Center 126,826           -                    -                    126,826            

13,067,029$    935,870$       69,593$         13,933,306$     
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STATISTICAL SECTION
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CITY OF GLADWIN
NET ASSETS BY COMPONENT
JUNE 30, 2004
(UNAUDITED) 

Table 1

Governmental Activities
Invested in Capital Assets, net of related debt 3,521,386$   
Restricted 1,222,638     
Unrestricted 1,423,670     

Total Governmental Activities Net Assets 6,167,694$   

Business-type Activities
Invested in Capital Assets, net of related debt 4,597,236$   
Restricted 90,479          
Unrestricted 769,257        

Total Business-type Activities Net Assets 5,456,972$   

Total Governmental and Business-type Activities
Invested in Capital Assets, net of related debt 8,118,622$   
Restricted 1,313,117     
Unrestricted 2,192,927     

Total Net Assets 11,624,666$ 

 Note:  2004 was the first year of implementation of GASB 34, this table is intended to show trend information in the future 
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CITY OF GLADWIN
CHANGES IN NET ASSETS
JUNE 30, 2004
(UNAUDITED)

Table 2
Expenses
Governmental Activities:

General Government 538,162$        
Public Safety 553,452          
Public Works 1,001,554       
Health and Welfare 596                 
Recreation and Culture 161,370          
Interest and Fees on Long-Term Debt 90,372            

Total Governmental Activities Expenses 2,345,506       

Business-Type Activities:
Ice Arena 63,765            
Sewer 488,357          
Water 482,797          

Total Business-Type Activities Expenses 1,034,919       

Total Primary Government Expenses 3,380,425$     

Program Revenues
Governmental Activities:
Charges for Services:

General Government 93,932$          
Public Safety 77,824            
Public Works 173,414          
Health and Welfare 1,950              
Recreation and Culture 65,414            
Interest and Fees on Long-Term Debt -                     

Operating Grants and Contributions 335,673          
Capital Grants and Contributions 574,445          

Total  Governmental Activities Program Revenues 1,322,652       

Business-Type Activities:
Charges for Services:

Ice Arena 60,479            
Sewer 500,779          
Water 388,536          

Operating Grants and Contributions -                     
Capital Grants and Contributions -                     

Total Business-Type Activities Program Revenues 949,794          

Total Primary Government Program Revenues 2,272,446$     

Net (Expense)/Revenue
Governmental Activities (1,022,854)$    
Business-Type Activities (85,125)           

Total Primary Government Net Expense (1,107,979)$    
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CITY OF GLADWIN
CHANGES IN NET ASSETS
JUNE 30, 2004

Table 2 (Continued)
General Revenues and Other Changes in Net Assets
Governmental Activities:

Property Taxes 979,228$        
Revenue Sharing 347,306          
Interest Earnings 11,515            
Miscellaneous 27,081            
Transfers 49,000            

Total Governmental Activities 1,414,130       

Business-Type Activities:
Investment Earnings 2,665              
Miscellaneous 162                 
Transfers (60,153)           

Total Business-Type Activities (57,326)           

Total Primary Government 1,356,804$     

Change in Net Assets
Governmental Activities 391,276$        
Business-Type Activities (142,451)         

Total Primary Government 248,825$        

 Note:  2004 was the first year of implementation of GASB 34, this table is intended to show trend information in the future 
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CITY OF GLADWIN
FUND BALANCES, GOVERNMENTAL FUNDS
JUNE 30, 2004
(UNAUDITED)

Table 3
General Fund

Reserved 54,571$      
Designated 71,738        
Unreserved/Undesignated 424,642      

Total General Fund 550,951$    

All Other Governmental Funds
Reserved 189,833$    
Unreserved, Reported In:

Special Revenue Funds 337,148      
Capital Projects Funds 984,498      
Permanent Funds 20,878        

Total All Other Governmental Funds 1,532,357$ 

CHANGES IN FUND BALANCES, GOVERNMENTAL FUNDS

(UNAUDITED)

Table 4
Revenues
Taxes 960,652$    
Licenses and Permits 28,477        
Intergovernmental Revenue 781,889      
Charges for Services 239,543      
Fines and Forfeitures 30,778        
Interest and Rentals 14,476        
Other Revenue 140,655      

Total Revenues 2,196,470   

Expenditures
Legislative 63,121        
General Govrnment 443,630      
Public Safety 557,818      
Public Works 697,159      
Health & Welfare 596             
Recreation & Culture 350,423      
Debt Service 118,017      
Capital Projects 615,038      

Total Expenditures 2,845,802   

(649,332)     

Bond Proceeds 1,250,000   
Transfers In 423,129      
Transfers Out (304,128)     
Transfers to Component Units (30,000)       

1,339,001   

689,669$    

 Note:  2004 was the first year of implementation of GASB 34, this table is intended to show trend information in the future 

 Note:  2004 was the first year of implementation of GASB 34, this table is intended to show trend information in the future 

Net Change in Fund Balance

JUNE 30, 2004

Excess (Deficiency) of Revenue of 
Expenditures

Other Financing Sources (Uses)

Total Other Financing Sources (Uses)
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CITY OF GLADWIN
TAX BASE COMPOSITION 
BREAKDOWN OF 2003 TAXABLE VALUE
VALUATION BY CLASS AND USE 
(2003 ASSESSMENT ROLL)
(UNAUDITED)

Table 6

By Class Taxable Value
Percent of 

Total

Real Property 58,406,800$  88.60%
Personal Property 7,517,830      11.40%

Total 65,924,630$  100.00%

By Use
Residential 35,824,400$  54.34%
Personal 7,517,830      11.40%
Commercial 19,438,700    29.49%
Industrial 3,143,700      4.77%

Total 65,924,630$  100.00%

Source:  Gladwin County Equalization Department

TOP TEN TAXPAYERS
PER 2003 TAXABLE VALUE
(UNAUDITED)

Table 7

Taxpayer Type of Business
 Taxable 

Value 
Percent of 
Total Value

Consumers Power Company Utility 2,235,229$    3.39%
Dura Automotive Automotive 2,115,125      3.21%
Dennings, Devere and Carol Commercial Development 1,482,242      2.25%
DeShano, Gary and Florence Construction 1,347,384      2.04%
Oberloier Smith Properties Manufacturing 849,684         1.29%
Pamida Seven LLC Retail 796,401         1.21%
Graff Motor Sales Auto Sales 528,678         0.80%
Bell Land Company Residential/Commercial Development 486,718         0.74%
Oberloier Smith Properties Manufacturing 494,509         0.75%
Michael Smith Motel 461,000         0.70%

Total Ten Largest 10,796,970    16.38%

Other Taxpayers 55,127,660    83.62%

Total Taxable Value 65,924,630$  100.00%
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CITY OF GLADWIN
PROPERTY TAX LEVIES AND COLLECTIONS 
LAST TEN YEARS
(UNAUDITED)

Table 8

Tax Roll 
Year

Fiscal Year 
Ended June 

30,
Total Tax 

Levy
Current Tax 
Collections

Percent of 
Levy 

Collected

Delinquent 
Tax 

Collections
Total Tax 

Collections

Percent of 
Total Tax 

Collections 
Total Levy

Outstanding 
Delinquent 

Taxes

Percent of 
Delinquent 
Taxes to 
Tax Levy

1994 1995 527,084$ 473,619$    89.86% 52,069$      525,688$   99.74% 1,396$         0.265%
1995 1996 522,163   477,312      91.41% 42,057        519,369     99.46% 2,794           0.535%
1996 1997 661,056   623,130      94.26% 37,638        660,768     99.96% 288              0.044%
1997 1998 711,215   670,282      94.24% 38,722        709,004     99.69% 2,211           0.311%
1998 1999 745,511   701,104      94.04% 43,378        744,482     99.86% 1,029           0.138%
1999 2000 747,603   693,983      92.83% 52,045        746,028     99.79% 1,575           0.211%
2000 2001 802,329   752,064      93.74% 49,323        801,387     99.88% 942              0.117%
2001 2002 848,746   759,542      89.49% 87,347        846,889     99.78% 1,857           0.219%
2002 2003 909,121   829,177      91.21% 73,043        902,220     99.24% 6,901           0.759%
2003 2004 941,809   880,980      93.54% 45,505        926,485     98.37% 15,324         1.627%

PROPERTY TAX RATES
(PER $1,000 OF ASSESSED VALUE)
LAST TEN YEARS
(UNAUDITED)

Table 9

Tax Roll 
Year

General 
(City 

Operations)
Debt 

Service
Fire 

Assessment Total

Intermediate 
School 

District / 
College Schools

State 
Education 

Tax County Total

1994 15.0000 1.0000 1.0000 17.0000 3.6400 21.0000 * 6.0000 9.1199 56.7599 *
  3.0000 ** 38.7599 **

1995 14.8776 1.0000 1.0000 16.8776 3.6438 21.0000 * 6.0000 9.1199 56.6413 *
 3.0000 ** 38.6413 **

1996 15.0000 3.0000 1.0000 19.0000 3.6438 21.0000 * 6.0000 9.1199 58.7637 *
 3.0000 ** 40.7637 **

1997 15.0000 3.0000 1.0000 19.0000 3.6438 21.0000 * 6.0000 8.6340 58.2778 *
 3.0000 ** 40.2778 **

1998 15.0000 3.0000 1.0000 19.0000 3.6303 20.9568 * 6.0000 10.2414 59.8285 *
 3.0000 ** 41.8717 **

1999 14.9220 3.0000 1.0000 18.9220 3.5875 20.1870 * 6.0000 10.2862 58.9827 *
 2.2500 ** 41.0457 **

2000 14.9220 3.0000 1.0000 18.9220 3.5614 20.2500 * 6.0000 10.1891 58.9225 *
 2.2500 ** 40.9225 **

2001 14.8414 3.0000 1.0000 18.8414 3.5200 20.2500 * 6.0000 8.4819 57.0933 *
2.2500 ** 39.0933 **

2002 14.8414 3.0000 1.0000 18.8414 3.4759 19.4353 * 6.0000 9.1079 56.8605 *
2.2500 ** 39.6752 **

2003 14.6736 3.0000 1.0000 18.6736 2.1318 17.2475 * 5.0000 9.5126 54.8155 *
2.2500 ** 37.5680 **

*  Non-Homestead Properties
** Homestead Properties

City of Gladwin
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CITY OF GLADWIN
RATIO OF GENERAL BONDED DEBT TO TAXABLE VALUE 
AND BONDED DEBT SERVICE PER CAPITA
LAST TEN YEARS
(UNAUDITED)

Table 10

Fiscal 
Year 

Ended 
June 30,

Estimated 
Population Taxable Value

General 
Obligation 

Bonds

Less 
Available 

Debt 
Service 
Funds

Net Bonded 
Debt

Percent of 
Net Debt 
to SEV

Net 
Bonded 
Debt Per 
Capita

1994 2,682 30,495,833$ 1,570,000$   78,734$   1,491,266$  4.89% 556$       
1995 2,719 32,942,730   1,505,000    96,731     1,408,269    4.27% 518         
1996 2,719 35,095,102   2,970,000    68,054     2,901,946    8.27% 1,067      
1997 2,719 37,639,354   2,885,000    59,470     2,825,530    7.51% 1,039      
1998 2,719 43,519,947   3,245,000    66,371     3,178,629    7.30% 1,169      
1999 2,719 46,344,444   3,105,000    62,144     3,042,856    6.57% 1,119      
2000 2,719 46,724,400   2,960,000    67,203     2,892,797    6.19% 1,064      
2001 3,001 51,301,004   2,790,000    75,637     2,714,363    5.29% 904         
2002 3,001 57,680,091   2,615,000    89,400     2,525,600    4.38% 842         
2003 3,001 61,729,240   2,410,000    87,737     2,322,263    3.76% 774         
2004 3,001 65,924,630   3,475,000    115,441   3,359,559    5.10% 1,119      

RATIO OF ANNUAL DEBT SERVICE EXPENDITURES FOR GENERAL
OBLIGATION BONDED DEBT TO TOTAL GENERAL FUND EXPENDITURES
LAST TEN YEARS
(UNAUDITED)

Table 11

Fiscal 
Year 

Ended 
June 30, Principal Interest

Total Debt 
Service

Total General 
Fund 

Expenditures

1994 30,000$        83,080$       113,080$ 1,108,115$  1  to 9.80
1995 35,000          79,101         114,101   1,148,674    1  to 10.07
1996 85,000          76,635         161,635   1,169,774    1  to 7.24
1997 90,000          75,275         165,275   1,074,787    1  to 6.50
1998 90,000          160,130       250,130   1,180,439    1  to 4.72
1999 115,000        155,365       270,365   1,239,298    1  to 4.58
2000 120,000        150,155       270,155   1,347,536    1  to 4.99
2001 145,000        188,757       333,757   1,453,390    1  to 4.35
2002 150,000        136,603       286,603   1,457,522    1  to 5.09
2003 205,000        146,363       351,363   1,636,495    1  to 4.66
2004 185,000        135,741       320,741   1,812,998    1  to 5.65

Ratio of Debt Service 
to General Fund 

Expenditures
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CITY OF GLADWIN
COMPUTATION OF DIRECT AND OVERLAPPING DEBT
JUNE 30, 2004
(UNAUDITED)

Table 12

Governmental Unit
Bonds 

Outstanding
Balances On 

Hand
Net Debt 

Outstanding

Percentage 
Applicable to 

City
 City's Share 

of Debt 

City of Gladwin
Direct Debt General 
Obligation Bonds 3,475,000$    116,583$    3,358,417$  100.00% 3,358,417$    

Overlapping Debt
School District - Gladwin 1,270,000      820,378      449,622       4.54% 20,413           

Total Direct and Overlapping Debt 3,378,830$    

COMPUTATION OF LEGAL DEBT MARGIN 
FOR GENERAL OBLIGATION BONDS
JUNE 30, 2004
(UNAUDITED)

Table 13

State Equalized Valuation 65,924,630$  

Debt Limit - 10% of State Equalized Value 6,592,463$    

Amount of Debt Applicable to Limit
Total Bond Debt 3,475,000$ 
Less: Assets Available for Debt Service (116,583)     
Less:  Court Order Issues (Environmental) (2,650,000)  

Net General Obligation Debt Subject to Limitation 708,417         

Legal Debt Margin 5,884,046$    

85



CITY OF GLADWIN
DIRECT DEBT ISSUE
JUNE 30, 2004
(UNAUDITED)

Table 14

Date Purpose Type
Original 
Amount

Interest 
Spread Maturities

Principal 
Outstanding

1993 Downtown Development LTGO 1,250,000$ 4.00%-5.90% 05/01/96-08 650,000$       
1996 Water/Sewer System GO 1,525,000   5.00% 09/01/00-20 1,435,000      
1998 Water/Sewer System GO 450,000      4.30%-5.40% 09/01/99-13 325,000         
2004 Water/Sewer System GO 1,250,000   2.50%-5.10% 11/01/05-11 1,250,000      

3,660,000$    
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CITY OF GLADWIN
PROPERTY VALUATIONS
LAST TEN YEARS
(UNAUDITED)

Table 16

Levy Year

 State 
Equalized 
Valuation  IFT Valuation  CFT Valuation  DDA Capture 

 Total 
Equivalent 
Valuation  

 Taxable 
Value 

1993 30,495,833$   197,300$           221,900$          -$                  30,915,033$ -$                
1994 32,942,730     1,762,240          227,100            -                    34,932,070   -                  
1995 35,095,862     1,863,074          179,200            3,315,578     33,822,558   35,409,518 
1996 37,639,354     1,734,660          155,660            3,477,679     36,051,995   35,778,452 
1997 43,519,947     1,563,748          155,660            2,984,470     42,254,885   38,707,827 
1998 46,344,444     111,300             -                       3,345,663     43,110,081   41,417,172 
1999 46,724,400     111,300             -                       1,870,505     44,965,195   41,641,735 
2000 51,301,004     -                        -                       2,364,099     48,936,905   44,884,777 
2001 57,580,091     -                        -                       3,228,815     54,351,276   47,572,438 
2002 61,729,240     -                        -                       3,523,832     58,205,408   51,179,077 
2003 65,924,630     -                        -                       3,836,149     62,088,481   53,143,916 

Source: City Assessor
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COMPLIANCE SECTION
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CITY OF GLADWIN
NOTES TO THE SCHEDULE OF EXPENDITURES 
OF FEDERAL AWARDS
YEAR ENDED JUNE 30, 2004

NOTE 1 - SIGNIFICANT ACCOUNTING POLICIES

The accounting policies used to prepare the Schedule of expenditures of Federal Awards 
conform to generally accepted accounting principles as applicable to governmental 
entities.  Refer to the Notes to the Financial Statements for additional explanations.

The Schedule of Expenditures of Federal Awards has been arranged in such a manner so 
as to provide information on both actual cash received and the relevant revenue 
recognized.  Accordingly, the effect of accruals of Accounts Receivable, Deferred 
Revenue, and Accounts Payable have been reported.

Revenue and related receivables have been recognized for this schedule when earned 
and therefore may be different than that actually recorded in the City's Fund Financial 
Statements as the fund revenue recognition takes into account the current availability 
criteria.
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CITY OF GLADWIN
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
YEAR ENDED JUNE 30, 2004

SUMMARY OF AUDITOR'S RESULTS

FINANCIAL STATEMENTS

Type of auditor's report issued: Unqualified

Internal control over financial reporting:

Material weakness(es) identified? X Yes  No

 Yes X None Reported

X Yes  No

FEDERAL AWARDS

Internal control over major programs:

Material weakness(es) identified? X Yes  No

 Yes X None Reported

Unqualified

X Yes  No

Identification of major programs:

CFDA Number(s) Name of Federal Program or Cluster
11.300 Public Works Development Facilities
20.106 Airport Improvement Program (AIP)

$300,000

Auditee qualified as low-risk auditee?  Yes X No

Any audit findings disclosed that are 
required to be reported in accordance with 
section 510(a) of Circular A-133?

Dollar threshold used to distinguish 
between type A and type B programs:

Reportable condition(s) identified that are not 
considered to be material weaknesses?

Noncompliance material to financial statements noted?

Reportable condition(s) identified that are not 
considered to be material weaknesses?

Type of auditor's report issued on compliance for major 
programs:
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Finding #

CURRENT YEAR FINDINGS RELATING TO GENERAL PURPOSE FINANCIAL STATEMENTS

04-01 FUND DEFICIT

 Finding:

04-02 YEAR END FINANCIAL CLOSING PROCESS

Finding:

CURRENT YEAR FINDINGS RELATING TO FEDERAL AWARDS

04-02 SEE ABOVE Could impact federal programs.

04-03 CLOSE OUT DOCUMENTS

Grant: EDA 06-01-04559  - US Department of Commerce

Finding:

04-04 ACCOUNTING DEFICIENCIES

Grant:

Finding:

At June 30, 2004 the City had accumulated a fund deficit in its Component 
Unit Downtown Development Authority - Operating Fund and in its Industrial 
Park Expansion Project Fund.

The City failed to properly close and adjust its books in a timely manner.  This 
resulted in numerous proposed audit adjustments to properly convert the City's 
accounging records to the appropriate application of generally accepted 
accounting principles.  Some of these adjustments should be made throughout 
the year rather than waiting untill year end as they compromise the integrity of 
interim internal reports.

Final close out documents were not submitted within 90 days of what appears 
to be the project completion date as required by the grant contract.  The City 
should submit such needed documentation as soon as possible to prevent 
funds being returned for non-compliance.

CDBG MSC 201083-EDIG - US Department of Housing and Urban 
Development - Passed through Michigan Strategic Fund

Project to date recaps at year end contained clerical errors.  Additionally the 
general ledger accounts of this project have not been logically set-up to 
facilitate an efficient tracking of the project expenses in accordance with the 
grant budget breakdowns.  Since the project was relatively new at this point the 
errors were not material and were easily identified, as the project progresses 
this will be more difficult to accomplish if the project recaps are not kept up-to-
date and/or provisions are not made for additional tracking within the general 
ledger system to provide the needed controls to assist in maintaining 
compliance with this grant.
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DISPOSITION OF PRIOR YEAR FINDINGS

03-01 FUND DEFICIT

Finding:

Current Status:

At June 30, 2003 the City had accumulated a fund deficit in its Component 
Unit Downtown Development Authority - Operating Fund.  

The finding is repeated as finding 04-01 in the current year.  The City has a 
deficit elimination plan that goes through the year ending 2011.

101













City Council
City of Gladwin
Gladwin, Michigan

An independent auditor’s objective of an audit is to obtain sufficient competent evidential matter to provide a 
reasonable basis for forming an opinion on the financial statements.  In doing so, the auditor must work within 
economic limits; the opinion, to be economically useful, must be formed within a reasonable length of time and 
at a reasonable cost.  That is why an auditor’s work is based on selected tests rather than an attempt to verify 
all transactions.  Since evidence is examined on a test basis only, an audit provides only reasonable assurance, 
rather than absolute assurance, that financial statements are free of material misstatement.  Thus, there is a 
risk that audited financial statements may contain undiscovered material errors or irregularities.  The existence 
of that risk is implicit in the phrase in the audit report, “in our opinion.”

In the audit process, we gain an understanding of the internal control structure of an entity for the purpose of 
assisting in determining the nature, timing, and extent of audit testing.  Our understanding is obtained by inquiry 
of management, testing transactions, and observation and review of documents and records.  The amount of 
work done is not sufficient to provide a basis for an opinion on the adequacy of the internal control structure.

SIGNIFICANT ACCOUNTING POLICIES

Auditing standards call for us to inform you regarding the initial selection of, and changes in, significant 
accounting policies or their application.  In addition, we are expected to inform you about the methods used to 
account for significant unusual transactions and the effect of significant accounting polices in controversial or 
emerging areas for which there is a lack of authoritative guidance or consensus.

The significant accounting policies are described in Note 1 to the financial statements.  Other information 
related to the implementation of GASB 34 is discussed further in the other communications section.  

OTHER COMMUNICATIONS
Auditing standards call for us to inform you of other significant issues such as, but not limited to, 1) Accounting 
estimates that are particularly sensitive because of their significance to the financial statements or because of 
the possibility that future events affecting them may differ markedly from management’s current judgments; 2) 
Significant audit adjustments that may not have been detected except through the auditing procedures we 
performed; 3) Disagreements with management regarding the scope of the audit or application of accounting 
principles; 4) Consultation with other accountants; 5) Major issues discussed with management prior to 
retention; and 6) Difficulties encountered in performing the audit.  We have the following to report to you at this 
time:

The following are the issues noted per the above referenced topics:

The City elected to do a full implementation of the GASB 34 reporting format.  Therefore the Management's 
Discussion and Analysis, government-wide statements, and budgetary comparison schedules for each major 
fund have been included in the financial statements.  Furthermore, the City's capital assets and long-term 
debt are reported in the Statement of Net Assets.  

We discussed at length with the Audit Committee the various circumstances which led to the delay in 
issuance of the Comprehensive Annual Financial Report.
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COMMENTS AND RECOMMENDATIONS REGARDING INTERNAL CONTROLS/COMPLIANCE/ 
EFFICIENCY

In planning and performing our audit of the financial statements of the City of Gladwin, for the year ended June 
30, 2004, we considered its internal control in order to determine our auditing procedures for the purpose of 
expressing our opinion on the financial statements and not to provide assurance on internal control.  However, 
we noted certain matters involving the internal control and its operation that we consider to be reportable 
conditions under standards established by the American Institute of Certified Public Accountants.  Reportable 
conditions involve matters coming to our attention relating to significant deficiencies in the design or operation 
of internal control that, in our judgment, could adversely affect the City's ability to record, process, summarize, 
and report financial data consistent with the assertions of management in the financial statements.

A material weakness is a reportable condition in which the design or operation of one or more of the internal 
control components does not reduce to a relatively low level the risk that errors or fraud in amounts that would 
be material in relation to the financial statements being audited may occur and not be detected within a timely 
period by employees in the normal course of performing their assigned functions.

Our consideration of internal control would not necessarily disclose all matters in internal control that might be 
reportable conditions and, accordingly, would not necessarily disclose all reportable conditions that we believe 
to be material weaknesses.

Reportable Conditions (Material Weaknesses)

Material reportable conditions are stated in the Schedule of Findings and Questioned Costs in the 
Compliance Section of the Annual Comprehensive Financial Report on pages 99-101.

Other Reportable Conditions

The following matters were discussed in more detail with Audit/Finance Committee:

Credit Card Policy

The City should consider evaluating its policy on Credit Card use to consider enhanced internal controls that 
may be possible as well as the need to stress to staff the importance of solid documentation of transactions.  

Beginning Balances

During the audit we noted that system balances brought forward on the City’s internal accounting software 
were out of balance.  Inquiry to the software vendor appears to have rectified this situation.  City staff should 
specifically check this issue this year to make sure any problems are noted and corrected as soon as 
possible.  This raises integrity issues with the system. A complete understanding of expected results should 
be emphasized when using the system in order to pin point problems and correct them immediately so as not 
to compromise the internal data of the City and its accounting system.  
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COMMENTS AND RECOMMENDATIONS REGARDING INTERNAL CONTROLS/COMPLIANCE/ 
EFFICIENCY  (Continued)

Other Reportable Conditions (Continued)

Purchase Order Policy

The City should consider evaluating its policy regarding purchase order use to provide consistent application 
of its use and to strengthen internal controls.  Additionally, the City should consider the need to amend 
outdated written policies that are no longer followed. 

Receipt Documentation

The City should consider evaluating its procedures and filing of receipt documentation as documentation is 
not consistently maintained and/or filed making retrieval of supporting data inefficient and sometimes non-
existent. 

Minutes

Official Minutes and records of Council meetings and other Committee meetings are not being kept up to date 
and consistently filed.  Since these documents provide approval of action and historical data, it is very 
important that these records be maintained appropriately, that documents be attached or systematically filed 
for retrieval, and that gaps where meetings were supposed to occur be documented as to why they may have 
not occurred. 

Park Receipts

The City should consider changing procedures in the Park’s collection process to include a reconciliation of 
permit listing to deposits, more secure controls over the supply of permits, and to provide for a more 
complete accounting of miscellaneous sale and service items (i.e. ice, firewood, dumping fees). 

Unallowable Expenditures

Various refreshment purchases were noted during the audit.  Coffee, donuts, etc for employees use during 
normal working hours is considered personal, not for a public purpose, and improper unless specifically 
provided for in a collective bargaining agreement or duly adopted employment policy of the governmental 
unit.  Additionally retirement recognition type expenses are unallowable as well. 

Segregation of Duties

Various instances where segregation of duties may not meet the most desired scenario were noted.  While we 
understand that staffing requirements and cost benefit analysis to achieve a text book segregation of duties is 
probably not justified, it is important to point out that some weaknesses exist and thus the potential for error 
and misappropriation exists.  It is important for management and the City Council to be aware of this and to 
act accordingly when reviewing and scrutinizing any transactions and to realize the importance of constant 
ongoing monitoring.  

These conditions were considered in determining the nature, timing and extent of the audit tests to be applied in 
our audit of the City's financial statements and this communication of the these matters does not affect our 
report on the City's financial statements, dated December 1, 2004.




